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THE TARIFF BOARD'S REPORT ON WOOL AND 
WOOLENS 

THE Tariff Board's report on Wool and Manufactures of 
Wool presents data on so many phases of the industry 
that any one of a half-dozen different topics might well 
be selected for analysis and discussion. The report is published 
in four volumes with a total of 1222 pages, and there is, besides, 
a general index of 58 pages. It consists of five main parts and 
a short summary of " Findings." Part I, " Glossary on Sched- 
ule K," presents an analysis of the duties and of the imports and 
exports of the various commodities affected and a statistical 
survey of the industry at home and abroad. Part II deals with 
raw wool : its cost of production, its shrinkage, and a survey of 
the conditions under which it is produced in different countries. 
Part III is a study of the cost of production of tops, yarns and 
fabrics. Part IV consists of a report on the ready-made cloth- 
ing industry. Part V deals with labor conditions, wages and 
the efficiency of labor and machinery in the United States. 

The main object of the inquiry conducted by the board was 
to furnish a basis for the adjustment of duties, and it proceeded 
on the theory enunciated in the Republican platform of 1908, 
that protective tariff duties should be based on differences in 
comparative costs of production at home and abroad. Accord- 
ingly, an analysis of its report should seek to discover to what 
extent it has succeeded in furnishing definite bases for tariff 
revision, whether its methods are above reproach, and what 
bearing the results have on the cost-of-production theory of 
tariff rates. For the purposes of such an analysis, Parts II and 
III, dealing with the costs of production of raw wool and of 
manufactures of wool respectively, are the most important, and 
these will be discussed first and in some detail. The other 
parts will be described more briefly, but fully enough to acquaint 
the reader with the general method and the scope of the 
investigation. 
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I 

Section i of the volume on raw wool, after briefly describing 
the conditions under which wool is raised in the principal wool- 
growing countries, proceeds to a study of comparative costs of 
production in the United States, Australia and South America ; 
section 2 deals with wool shrinkages and the methods of levying 
duties; section 3, with carpet wools, practically all of which are 
imported. In the form of addenda are presented special reports 
on wool-growing in Great Britain, Canada, Australasia, South 
America, South Africa and in different sections of the United 
States. Although valuable material is to be found throughout 
the volume, the first two sections contain all the data of service 
in the determination of tariff duties. 

The Tariff Board presents two possible methods of determin- 
ing the cost of a pound of wool : ( 1 ) by distributing total costs 
between wool and mutton * in proportion to the receipts from 
each; and (2) by considering wool the chief product and mut- 
ton the by-product, subtracting mutton receipts from total 
operating costs, and designating the remainder as the cost of 
wool. The first method, to which I shall revert later, the board 
discards on the ground that " any change in the relation between 
the receipts from wool and the receipts from mutton would 
change their respective costs of production." * As regards the 
second method, the board explains that when the receipts from 
mutton equal the operating costs, the cost of producing a pound 
of wool as found by this method is nothing; and that when the 
receipts from mutton exceed the operating costs, it is less than 
nothing. It concludes, therefore, that this method is " inad- 
missible because the cost of producing a pound of wool, thus 
determined, varies with the relative importance of the receipts 
from wool and mutton " ; which is precisely the reason given 
for discarding the first method. The report goes on to explain, 
however, that " when wool is the chief source of income and the 
receipts from mutton are merely incidental and relatively small, 
this method is approximately correct ; but as the receipts from 

1 " Mutton " is used throughout to include all products other than wool. 
* Report, p. 312. 
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mutton become relatively more important, the degree of error 
increases, and when mutton is the chief source of income and 
the receipts from wool are merely incidental, the futility of the 
method is clearly apparent." 

Consequently the board concludes that the cost of producing 
a pound of wool cannot be accurately determined, but that 
" this need occasion no concern, since the bearing of the re- 
ceipts from wool on the returns from flock husbandry, as 
carried on in the region under consideration (the principal 
western sheep-growing states), can be ascertained and the 
object of this investigation can thus be accomplished." Ac- 
cordingly, wool is considered 

the chief product, and the receipts from mutton are offset against 
costs. When the receipts from mutton are less than the total flock 
expense, the difference is called the " net charge against wool." 
When, on the other hand, the receipts from mutton are greater than 
the expense, the difference is the " net credit to wool." And this net 
charge against or net credit to wool, divided by the number of pounds 
of wool, is the " net charge against or net credit to a pound of wool." ' 

In defence of this method of procedure, the board informs us 
that " this net charge against or net credit to a pound of wool, 
taken in its relation to the net selling price of a pound of wool, 
is, normally, an index to the profit or loss represented by the 
entire operation." 

It will be observed that this method is practically identical 
with the second method suggested by the board, but declared 
to be inadmissible on the ground that the cost of wool varies 
with the relative importance of wool and mutton receipts. 
There are, indeed, two slight modifications. These are, first, 
that when mutton receipts exceed total operating costs, the 
difference is considered a " net credit to wool " and is combined 
with the net charges to obtain a single figure called the " net 
charge against or net credit to a pound of wool." The second 
is that the results do not purport to represent the actual cost of 
wool, but rather a so-called "charge against" wool, which, 

1 Hid. p. 313. 
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taken in conjunction with the price of wool, furnishes an index 
to the profitableness of sheep-raising. Bearing in mind the 
object of the investigation, i. e. to determine comparative costs 
of wool-growing in this and foreign countries, on the theory 
that such data will furnish the basis for fixing a protective 
import duty on raw wool, let us examine the findings of the 
board in accordance with this method. 

The points with which we are primarily concerned may be 
summed up in the following table : 



Wool receipts, per head .... 
, proportion of total receipts 
Mutton receipts, per head . . . 

, proportion of total receipts 

Total receipts, per head .... 
Total costs, per head .... 
Pounds of wool, per head . . . 
Net charge, per pound of wool . 
Price, per pound of wool . . . 



WESTERN STATES 



$1.17 

* 45-7% 
$i-39 

„ 54- 3 # 

$2.56 

$2.11 

. 7-3 »■ 
$0.10 to 0.11 
$0.16 



$1.31 

. 5 8 -7% 
$0.93 
* 4i-3# 
$2.23 

$o.9S 

7.25 lb. 
$0,003 
$0.18 



SOUTH AMERICA 



$1.28 

60.4% 
$0.84 

39-6% 
$2.12 
$1.15 

, 7-5 ». 
$0.04 to 0.05 
$0.17 



The figures in the next to the last line indicate that the net 
charge to a pound of wool is from ten to eleven cents in our 
western states, three-tenths of a cent in Australia, and from 
four to five cents in South America. In the case of the 
United States and South America, the net charges are not 
worked out exactly; from " 10 to 11 cents" and from " 4 to 5 
cents " is the manner in which they are presented by the board. 1 
In the case of Australia — and this is of peculiar significance — 
the three-tenths of a cent is worked out exactly from the other 
figures in the table. In no place does the board attempt to 
say just what the net charge is in Australia. In the " Findings 
of the Investigation " it states that " a charge of a very few 
cents per pound lies against the great clips of that region in 
the aggregate." * In the body of the report it says that there 
is " little, if any charge against the Australian." 3 This charge 
of three-tenths of a cent means, of course, that the receipts 
from mutton are practically sufficient to cover the entire cost 



1 Report, p. 350. 



1 Ibid. p. 11. 



3 Ibid. p. 350. 
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of sheep-raising. It is barely possible that when the board 
discovered that the method it had adopted yielded a result of 
practically zero for Australia, it became skeptical of the value 
of its figures and attempted to shield itself by the use of the 
vague phraseology quoted above. 1 

The present duty on class 1 wool is eleven cents per pound 
" in the grease." The wool in this class is similar to our do- 
mestic clip, and forms by far the most important part of our 
imports, exclusive of carpet wools. If the net charge of 10 to 
1 1 cents against a pound of wool, estimated by the board, is to 
be interpreted as the cost of producing a pound of wool, its 
findings would justify the present duty ; for the net charge to 
a pound of wool in Australia, our principal competitor, is found 
to be practically zero. Because of the use that may be made 
of these figures in fixing the duty, the question whether they 
furnish a safe and adequate basis for this purpose is an ex- 
tremely important one and deserves careful consideration. 

Although this method of estimating costs or " net charges," 
by regarding wool as the principal product and mutton as a by- 
product, gives interesting and instructive results if used with 
caution and in conjunction with other facts, it is open to serious 
objections when the charge thus ascertained is proposed as a 
sole foundation for tariff rates. The objections are, first, that 
the net charge to a pound of wool is not a true cost at all ; sec- 
ond, that if tariff rates are to be based on comparative costs, the 

1 The indefinite form in which the Tariff Board presents the results of its investiga- 
tion has already led to a curious use of the figures. The Republican minority 
members of the Ways and Means Committee introduced, early in 1912, a wool bill, 
in which they attempted to make use of the board's data on wool costs. Pecul- 
iarly enough, they assumed that the net charge against wool in Australia was two 
and one-half cents a pound. Representative Hill, of Connecticut, explained before 
the House that this was assumed because the board in its report had said, on 
page 11, that the charge against wool in Australia was a very few cents, but that it 
was less than the charge on South American wool, the latter being given as four or 
five cents a pound. Therefore the authors of the bill had guessed at two and one- 
half cents. They evidently failed to discover the statement on page 350, quoted 
above, or to work out the exact charge as is done in the table. If they had used 
three-tenths of a cent instead of two and one-half cents, the computation would have 
yielded a duty four or five cents a scoured pound higher than the one they presented 
in their bill. 
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whole purpose of the inquiry is defeated if any other figure be 
substituted for cost of production ; and third, that even as an 
" index of profit or loss " on the entire operation the net charge 
is defective, because (a) it must be compared with the selling 
price of wool, which in the United States is affected by the duty 
now levied, and because (3) the net charge varies as the pro- 
portion of receipts from wool and mutton vary, even though the 
profit on the entire operation remains the same. 1 

That the " net charge " is not a true cost is evident from the 
fact that for Australia it is practically zero. This result only 
means that in that country the receipts from mutton are suffi- 
cient to cover the cost of producing both wool and mutton. 
The method of applying receipts from by-products to total ex- 
penses, which is used in many lines of industry, is convenient, 
and leads to no great error when the by-product is truly a by- 
product. But in this case, wool and mutton are " joint 
products," **. e. they are of nearly equal value. The board's 
own figures, as given in the table above, show that the receipts 
from wool constitute only 45 .7 per cent of the total receipts in 
our western states, 58.7 per cent in Australia, and 60.4 per 
cent in South America. In other words, the receipts from 
wool constitute less than half of the total in the western states, 
where wool growing is ordinarily considered the principal ob- 
ject of sheep husbandry ! Compare this with the discussion in 
the report on page 312, where the board says that "as the 
receipts from mutton become relatively more important, the 
degree of error (in estimating costs by considering wool the 
principal product and mutton a by-product) increases, and 

'This statement can easily be proved by comparing two hypothetical cases in 
which the net profits on the whole operation are the same: 

Receipts from wool $1.00 

Receipts from mutton . 

Total receipts 

Total cost 

Net profit 

Total cost less mutton receipts • • 

Net charge to a pound of wool (5 pounds to a fleece) . . . 

Selling price of wool 

Difference between net charge and selling price 



ase 1 


Case 2 


1. 00 


$ -75 


1. 00 


1. 25 


2.00 


2.00 


1. So 


1.50 


•So 


•So 


•SO 


•*5 


.10 


.05 


.18 


.18 


.08 


•«3 
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when mutton is the chief source of income and the receipts 
from wool are merely incidental, the futility of the method is 
clearly apparent." According to this reasoning, if the net 
charge is to be considered a cost, the error is greater for the 
western states than for Australia or South America. 

It must be concluded that the net charge does not represent 
the cost of producing a pound of wool. This, of course, coin- 
cides with the board's statement, that "we cannot obtain a 
result which can accurately be termed the cost of producing a 
pound of wool." * But the report tells us that the object of the 
investigation can be accomplished by using the method 
adopted ; and thus we are led to infer that the tariff can be 
equitably adjusted by using comparative " charges against " 
wool instead of comparative costs. Whether the board con- 
siders that these net charges are practically equivalent to costs, 
or that it is offering some other basis for the determination of 
tariff duties, is not clear. Certain passages seem to indicate 
that it considers them practically the same as costs.* Surely 
President Taft so interpreted the results of the investigation 
when, in his special message of transmittal and recommend- 
ation of December 20, 191 1, he said: " It is found, however, 
that, taking all varieties in account, the average cost of produc- 
tion for the whole American clip is higher than the cost in the 
chief competing country by an amount somewhat less than the 
present duty." Herein lies the danger : the board's net charge 
is by no means the same as the cost of production, 3 and yet it 
has already been construed as such by the president, and used 
as the basis of proposed legislation. The confusion between 
these two concepts is undoubtedly the weakest point in the 

'Report, p. 31 2. 

• Cf. the Tariff Board's letter of transmittal: " relative costs of production have 
been developed as closely as possible in the case of the leading clips. . . ." Report, 
p. 7. The wording on p. 10, under the title "Wool Costs" in "Findings of the 
Investigation," is confusing, and surely might lead one to consider that the "net 
charge " could be construed as the cost of production. Cf. also subheading on p. 
355 and closing paragraph on p. 377. 

' How far the net charge deviates from a true cost will be more clearly brought out 
below, in discussing the possible use of the method of apportioning costs in proportion 
to the receipts from wool and mutton. 
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whole report. But the data collected by the board are valu- 
able; and the question arises whether some more satisfactory 
means of interpretation might not have been found. 

The problem of cost accounting in the case of joint products is 
indeed a difficult one, because, when two or more products result 
from the same productive operation, the various cost elements are 
not directly allocable to the different products. Light is thrown 
on this problem by reference to the fundamental relationship 
between cost of production and value. As commonly stated, 
the value of competitive and freely reproducible commodities 
tends, in the long run, to conform to the cost of production. 
(It is not necessary, for our present purpose, to consider the 
various refinements of the doctrine.) This applies strictly, 
however, to single commodities, of which the cost is readily 
ascertainable. In the case of joint products, the joint cost is 
still the principal determinant of joint value; but it can not 
be said that the value of any one of the products alone is 
determined by its separate cost of production, but rather by 
demand. Therefore, if there is any relationship at all between 
the value of one of a group of joint products and its separate 
cost of production, it follows that value is the determinant and 
cost of production the result. Applying this conclusion to the 
wool and mutton question, the cost of production of either alone 
can be determined only by prorating the total cost in the same 
ratio that the values or receipts bear to each other. This is 
the first method suggested by the board. It was discarded on 
the ground that changes in value of wool and mutton result in 
changes in their respective costs of production — an objection 
which can be urged with equal force against the method 
adopted. But since (if any relationship exists at all) value is 
the cause and cost the result, it follows that costs ought to 
vary as values do, and the objection urged by the board loses 
effectiveness. 

Costs determined by this apportionment method would be, it 
is true, only bookkeeping costs, but they might serve some 
useful purpose as an approximate measure for the determination 
of protective duties, if there were no better reason for abandon- 
ing the method than that advanced by the board. The real 
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reason why this apportionment method, if applied to wool 
growing in the United States, would be of little service in 
determining tariff duties, is that the receipts from wool, which 
form the basis of apportionment, are affected by the present 
duties on raw wool. The board displayed an inadequate grasp 
of the problem in discarding the apportionment method for a 
reason that applies with equal force against the method 
adopted, and in failing to recognize, or at least to state, the 
real reason why that method is defective. 

Since the two methods suggested by the board are appar- 
ently the only possible ones ; since the one furnishes no true 
cost of production and the other is unusable because of the 
effect of the present duties ; and since, furthermore, the price 
of wool alone is not determined by its separate cost of produc- 
tion — the board seems to have undertaken an impossible task. 
In other words, the cost-of-production theory of tariff rates 
fails in the case of such a commodity as wool. Neither can 
relative prices be used as a basis for tariff rates, because 
domestic prices are raised by the existing duties. The fixing 
of duties on wool must necessarily be largely a matter of guess- 
work. Cost estimates furnish some basis for guessing ; but the 
" net charge to a pound of wool " method leads to absurd 
results and is therefore worse than none at all. The apportion- 
ment method might have been used for Australian and South 
American costs, and some allowance might have been made for 
present duties in determining costs in the United States. This 
latter method yields an average cost of 7.5 cents for Australian 
wool and 13.2 cents for our western wool, without making 
allowance for the effect of existing duties. Even with this 
defect, it is probable that these results, reached by the method 
discarded by the board, more accurately represent the relative 
disadvantage of the American sheep-raiser in the western states 
than the results presented in the report. 

The results of the board's inquiry into sheep-raising in Ohio 
and into the production of cross-bred wools in other eastern 
states only emphasize the unsatisfactory character of its method. 
On the other hand, the discussion of wool shrinkage (which 
follows the cost inquiry) is satisfactory: it furnishes fairly 
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definite information, and information that is necessary if the 
duty is to be levied on the scoured content of wool, as the board 
suggests. This suggestion did not originate with the board; 
but the report points out so conclusively the discriminatory 
workings of the duty as now levied on greasy wool, and demon- 
strates so authoritatively the practicability of levying it on the 
scoured content,' that the action of the board in this matter is 
of distinct importance. It is interesting to note, however, that 
nowhere in its cost analysis does the board attempt to introduce 
the element of shrinkage, so as to afford a definite foundation 
for the fixing of the duty on a scoured basis. 

The rest of the volume on raw wool furnishes general 
information on wool growing in different countries, but throws 
no new light on the question of tariff duties. 

II 
In the study of manufacturing costs, the Tariff Board 
secured data from 174 mills in the United States, repre- 
senting over two-thirds of the productive capacity of the 
country — a fact which indicates the willingness of manufac- 
turers to cooperate in the investigation. After presenting a 
most valuable basis for the adjustment of compensatory duties, 
in accordance with its recommendation that the duties on raw 
wool be levied on the scoured content, the board submits the 
cost schedules used in collecting its data; proceeds to a study 
of the cost of making tops (combed wool), yarns and fabrics, 
and of building and equipping woolen and worsted mills ; and 
then discusses the method of assessing duties. Over 100 
pages of the report are thereafter devoted to a study of relative 
wages in the United States and foreign countries. The board 
nowhere presents its findings in the form of duties which it 
believes would equalize costs in this and other countries. 
These have to be ascertained from the cost figures submitted ; 
and the value of the report depends largely on the possibility 
of so doing. 

1 If a specific duty on the scoured content should be adopted, it would, of course, 
be open to the same objection that is raised against all specific duties. It would 
remove the discriminations due to varying shrinkage, but not those due to varying 
quality or fineness. 
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The board describes very frankly the obstacles that it en- 
countered in its search for trustworthy cost figures. The prin- 
cipal difficulties were these. First, there are so many grades 
of tops, yarns and fabrics produced, even in a single mill, that 
it is not only difficult to determine the cost of a single grade 
in an individual American mill, but it is hard to find strictly 
similar grades in foreign mills with which exact comparisons 
can be made. Second, costs vary enormously from month to 
month according to differences in volume of output. In the 
case of tops, the board found that " for a six-months period in 
one mill the average cost of production for all tops was only 
4.28 cents per pound, while for another six-months period in 
the same mill running upon practically the same quality of tops 
the actual average cost was 9.37 cents a pound."' Despite 
these difficulties, the board believes that, by estimating costs on 
a full-capacity basis, it has been able to furnish fairly usable 
ratios between costs in the United States and foreign countries, 
particularly England. 

In the manufacture of tops, the board concludes that Ameri- 
can conversion costs are about 80 per cent greater than foreign * ; 
and that the conversion costs of yarns are about twice as high 
in the United States as abroad.* The necessity of ascertaining 
conversion costs, exclusive of material costs, is obviously due to 
the fact that material costs in the United States are largely 
affected by the existing duties on raw wool. Although the 
board had this definitely in mind in its calculations, it does not 
present adequate information as to the proportion of conversion 
cost to total cost, nor as to actual conversion costs and total 
costs. In the case of yarns, for example, the information that 
American conversion costs are twice as high as foreign is of 
little service in determining an ad valorem duty that would 
offset the lower cost abroad, because such a duty has to be 
based on the total foreign cost or price. It is necessary, there- 
fore, to know the total foreign cost of yarn, including material 
cost ; then, by adding the difference in actual conversion costs 
of yarn to the difference in actual conversion costs of tops (in 

1 Report, p. 641. * Ibid. p. 645. x Jbid. p. 650. 
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the case of worsted yarn) , it would be possible to figure out a 
duty. To be sure, the actual conversion costs of a few yarns 
are given, but the information with regard to tops is rather 
meagre. The total foreign cost of tops and yarns is not given, 
although prices are presented. From these data it is possible 
to make estimates ; but they would necessarily be only approxi- 
mate, and it is questionable whether different persons working 
independently would arrive at figures sufficiently close to be of 
conclusive value. It would appear, then, that the board has 
not presented sufficiently definite figures to make it possible to 
work out duties on tops and yarns with any degree of accuracy. 

In the study of cloth costs, the board, because of the great 
variation in quality and character of fabrics, found it necessary 
to resort to a study of estimated costs of specific samples of 
domestic and foreign fabrics. Accordingly, certain details of 
cost of fifty-five samples are presented, American costs being 
compared with English and, in some cases, with French and 
German costs ; and certain details of cost of fourteen additional 
samples are given, in which only American and German costs 
are compared. These figures are indeed enlightening, but prac- 
tically the same difficulty arises in attempting to use them for 
the determination of duties as in the case of yarns. Be it noted 
also that the fabric costs are expressed in units of yards of 
cloth, whereas the top and yarn costs are based on pounds. 

One of the simplest cases is sample no. 36, a men's blue serge, 
of which both warp and weft are 2-ply worsted yarn no. 24, and 
for which 1.35 pounds of yarn are required to make a yard of 
cloth. 1 The following data are presented : 

UNITED STATES ENGLAND 

Cost of yarn #1.256 #0.947 

Conversion cost 0.30 0.154 

Total cloth cost 1.556 1.10 

The relative costs of yarn are of no value, because in the 
American cost is included the cost of raw wool enhanced by the 
existing duties. For the same reason the comparative total 

1 Report, p. 674. 



No. i] THE TARIFF BOARD'S WOOL REPORT 6 1 

costs are of no avail in determining a duty that would equalize 
costs. One thing that the comparative total costs do show, 
however, is that the present duty is much higher than neces- 
sary. This duty at present is 44 cents plus 55 per cent, which, 
basing it on the English cost rather than the English price, which 
is not presented, gives a total duty of $1,045 ! To determine 
the actual duty necessary, it is essential to know the difference 
in conversion costs, not merely from yarn to cloth, but from 
raw wool through tops and yarns and finished cloth. This can 
be but roughly estimated from the board's figures. It is found 
on page 650 that the conversion cost of 2/24 worsted yarns is 
about 10.86 cents per pound in the United States (excluding 
interest) and 5.6 cents in England (including interest), a differ- 
ence of 5.26 cents. So far as can be made out from the report, 
the conversion cost of tops in this country would probably be 
about three cents per pound higher than in England. Adding 
these differences together and making allowance for the fact 
that it requires 1.35 pounds of yarn to make one yard of cloth, 
and about 1.5 pounds of tops to make 1.35 pounds of yarn, the 
total conversion cost in the United States on this sample would 
be in the neighborhood of 26.2 cents, or only about 24 per cent 
of the cost of the finished fabric in England. 

It will be seen that this calculation involves a good deal 
of estimating and reference from one part of the report to 
another. The result obtained can not be considered conclu- 
sive, although the case cited is perhaps the simplest to be 
found, because both Warp and weft yarns are of the same 
count. In most of the samples on which cost analyses are pre- 
sented, the warp and weft yarns are of different counts, and it 
becomes practically impossible to reach any conclusions what- 
ever. A more complete analysis of yarn costs would have 
remedied the difficulty. Taken all in all, it must be concluded 
that the report fails to present sufficiently analyzed costs to 
serve as an adequate basis for determining duties, and that 
the data presented are not conveniently assembled. No wonder 
the Ways and Means Committee felt safe in declaring that the 
Tariff Board report justified the low duties of the Underwood 
Wool Bill, while at the same time the minority members of the 
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committee presented a bill, " based on the Tariff Board data," 
in which the duties are about twice as high as in the Under- 
wood Bill 1 

It seems to the writer that the failure of the board to arrive 
at definite differences in cost is not conclusive evidence that the 
comparative-cost idea of tariff rates is unsound, except in the 
case of joint products. Undoubtedly those who first advanced 
the theory expected too much ; but, while it is perfectly obvi- 
ous to anyone who has the slightest knowledge of industrial 
conditions that it is impossible to determine to a cent the dif- 
ference in cost of any single commodity in two different coun- 
tries, approximate results may be procured which will be of 
inestimable service in tariff revision. For example, if in the 
case of commodities bearing duties of from 90 to 200 per cent, 
as in the wool schedule, it can be shown that the differences in 
costs range only from 30 to 50 per cent, a great step has been 
taken toward a more reasonable adjustment. Again, if in the 
case of commodities bearing duties of from 30 to 50 per cent, 
as in the cotton schedule, it can be shown that the American 
cost on many of these commodities is as low as, or even lower 
than, the cost in the principal competing country, a very great 
service has been rendered. This is exactly what the Tariff 
Board's report on cotton manufactures has demonstrated with 
regard to plain cotton fabrics ; and it has thereby proved that 
even from the protective standpoint no duties are needed on 
these goods. In this connection it is interesting to note that, 
although the board found that the mill price of plain cotton 
fabrics is as low in the United States as in England, the price 
to the ultimate consumer, on the other hand, is much higher 
in this country — which means that the duties on this class of 
fabrics give protection, not to the mills themselves, but to 
wholesalers and retailers. The findings of the board in this 
matter are fairly good evidence that an investigation of com- 
parative costs may yield very serviceable results. 

Accepting the protective policy — be it good or bad — as a 
fixture in American economics and politics, and realizing that 
the laboratory method of experimentation is impossible in the 
case of tariff duties under existing political conditions, it is 
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apparent that we need a more effective method for securing just 
and reasonable duties than we have had in the past. Without 
enumerating the various lines of investigation which would be 
useful in securing such rates, it is safe to say that a study of 
comparative costs should be included in the case of a large 
majority of the commodities which we wish to protect ; and, 
unless our whole theory of the relation between costs and com- 
petitive international values is unsound, the efficacy of the cost- 
of-production principle is limited only by the exactness with 
which such costs can be determined. To do a great deal better 
than we have been doing in the past, it is only necessary to 
secure approximately accurate cost figures; for experience 
with the cotton and wool schedules demonstrates that cost 
ratios, varying within rather wide limits, furnish the basis for a 
much more intelligent consideration of the tariff problem. The 
Tariff Board's failure adequately to analyze and assemble its 
cost data is not sufficient proof that the method should be 
abandoned ; more time and skill expended upon the investiga- 
tion would undoubtedly have yielded more definite results. 

Ill 

The so-called " Glossary " contains a vast store of valuable 
facts admirably arranged ; and a careful reader will obtain from 
it the basic information necessary to an understanding of the 
workings of the exceedingly complicated Schedule K. It 
begins with a consideration of the paragraphs of the Tariff Act 
which provide for duties on the raw materials of the industry, 
viz. raw wool, wastes, shoddy, noils, rags etc., and then passes 
to the paragraphs relating to manufactures of wool. Next it 
gives a detailed description of wool-growing in various coun- 
tries; and it closes with an account of the growth of wool 
manufactures and a presentation of the most recent statistics 
for the United States and foreign countries. There are also 
two appendices: the first deals with the duties on wool and 
wool manufactures in foreign countries, and the second pre- 
sents a comparative statement of duties in the United States 
since 1789. 

Nothing contained in the glossary will aid in the actual deter- 
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mination of duties ; but many facts which have an important 
bearing on the whole question of the tariff on wool and 
woolens are discussed in an eminently fair and dispassionate 
manner. An admirable account of the origin, theory and 
workings of the present compensatory duties is given, and the 
injustice of basing the duty on the theory that it requires four 
pounds of greasy wool to make a pound of cloth is pointed 
out. We are told that the compensatory duties " are not only 
unequal in their operation, but they cannot be otherwise." 1 
The fact that the duty is absolutely prohibitive on the cheaper 
grades of goods is clearly shown ; and it is also shown that a 
compensatory duty is here provided where none is necessary. 
The report says that '* the most noticeable fact shown in Table 
80 is that the cheaper the goods, the higher the duty." 2 
Quotations of this sort might be multiplied to show the unhesi- 
tating way in which the report states facts which may be and 
are being used by the bitterest opponents of Schedule K. 

On the other hand, other facts are presented which are more 
favorable to the manufacturers, and which expose many popular 
misconceptions with regard to certain features of the tariff and 
of the woolen industry. Shoddy is declared to be undeserving 
of its bad reputation ' ; it is in reality pure wool, fully as warm 
as new wool, and deficient only in wearing qualities. Its use 
has made possible relatively good clothing at very cheap prices. 
Census figures are reproduced showing that during the past 
twenty years the proportion of new wool used by wool manu- 
facturers has increased substantially, the proportions of both 
shoddy and cotton having fallen off to a noteworthy degree. 
This proves that it is unsafe to argue that our high tariff leads 
to a greater use of inferior materials. Again, the report at- 
tacks the oft-repeated argument that there is gross discrimina- 
tion in favor of the worsted manufacturer as against the carded- 
woolen manufacturer, in that the duty on class 1 wool is doubled 
when imported " washed," whereas the duty on class 1 1 wool 
remains the same whether imported "in the grease" or 
"washed." This argument, which has furnished the text for 

1 Report, p. 104. t IHd„ p. 134. * Ibid., p. 69. 
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considerable speech-making in Congress, is founded on the as- 
sumption that the carded-woolen branch uses class I wool ex- 
clusively and the worsted branch class 1 1 exclusively. The 
report shows that, although the worsted industry does consume 
all of the comparatively small amount of class 1 1 wools imported 
(18,000,000 pounds in 1909), it also uses vast quantities of 
class I wool ; in fact, that of the 1 50,000,000 pounds imported 
in 1909 the carded-woolen branch used only 14,000,000 pounds, 
and the worsted branch the remainder. The conclusion reached 
with regard to class II wools is that " their relative importance 
as a raw material is comparatively insignificant" and that " while 
in so far as the worsted industry uses class II wools, the absence 
of the double duty on them, when washed, is of some ad- 
vantage, the double duty on class I wools now affects the 
worsted more than it does the woolen industry." J 

IV 

The principal object of the investigation of the clothing in- 
dustry was to study costs of manufacture and to show the pro- 
portion of cloth cost to total cost and to selling price — factors 
which have a very direct bearing on the relation between tariff 
duties and the prices paid by consumers for clothing. The 
main features of the ready-made clothing industry are briefly 
described. The inquiry covered the five leading centers — New 
York, Chicago, Baltimore, Philadelphia and Rochester. Costs 
were obtained on specimen garments, emphasis being laid on 
the standard three-piece sack suit. The investigation did not 
cover the tailoring industry ; probably for the reason that tailor- 
made clothes form a very small proportion of the total, the rank 
and file of the people not being concerned with them. Costs 
are divided into (1) cloth cost; (2) total material cost (includ- 
ing findings) ; (3) conversion cost (labor and factory expense) ; 
(4) selling costs; (5) general expense. 

For selected factories, with an annual output of $70,000,000 
worth of clothing, the cloth cost (not including linings) in suits 
selling for less than eight dollars (wholesale) formed 47 per 

1 Ibid. p. 90. 
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cent of the selling price; in suits selling from $8 to $15,37 
per cent; and in suits selling over $15, from 26 per cent to 34 
per cent. 1 Including the cost of woolen linings with the cloth 
cost, the board concludes that " the average woolens cost of 
clothing may be estimated at about 40 per cent for the total 
value considered and about 45 per cent for the more popular 
grades of clothing sold." * Pursuing this analysis, actual costs 
are given for specimen suits, arranged first according to whole- 
sale selling prices 3 and then according to the price of cloth 
used. 4 In suits selling from $9 to $10 wholesale, for example, 
the cloth cost varies from $2.83 to $4.56; in suits selling from 
$14 to $15, the cloth cost varies from $4.41 to $7.00. Using 
the price of cloth as a basis of classification and selecting typ- 
ical instances, it is found that the wholesale selling price of suits 
made from cloth costing from 75 to 80 cents a yard varies from 
$5.85 to $8.49 per suit, and that the price of suits made from 
cloth costing from $1.16 to $1.20 per yard varies from $8.50 
to $11.79 per suit. 

Although the board says that the average price of garments 
rises with the price of the cloth used, yet one is struck by the 
great variations in prices of suits made from the same grades 
of cloth, and the great diversity in cloth costs of suits selling at 
the same prices. The retail prices used by the board are in all 
cases estimated at 50 per cent higher than the wholesale prices, 
and we are informed that about 25 per cent of the price paid 
by the consumer of ready-made clothing goes for woolens. In 
the detailed cost of certain sample suits, however, it appears 
that the cloth cost is less than 25 per cent of the retail selling 
price. For example, in a suit selling at retail for $23 and up, 
the total cloth cost is only $4.78. 

The results of this investigation of the ready-made clothing 
industry are indeed significant from a tariff standpoint, in that 
they seem to indicate that the public has a vastly exaggerated 
idea of the influence of the tariff on the price of men's clothing. 
When it is realized that the cloth entering into a $23 suit costs 

> Report, p. 860. 2 Ibid. p. 86 1. 

3 Ibia. pp. 870 et uq. * Ibia. pp. 876 it ttq. 
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less than five dollars, and that the wholesale price of such a 
suit is only about $16, it becomes pertinent to ask what effect 
the lowering of the duty on cloth would have on the ultimate 
price of the suit. Furthermore, the board made no analysis of 
retail prices, and merely estimated them at 50 per cent above 
the wholesale prices, whereas those conversant with the trade 
know that retail dealers often charge more than this, and that 
they frequently charge different prices for suits costing them 
the same. The board would have done well to investigate 
retail prices more carefully, because by far the greatest single 
element of the price to the ultimate purchaser is the amount 
claimed by the retail dealer, and on this element of cost the 
tariff on woolen goods has but little effect. The clothing 
manufacturer is apparently absolved from the charge of in- 
ordinately high profits ; and, in spite of the lack of adequate 
data, it is evident that retailing methods are more directly 
responsible for the high price of clothing than the tariff can 
possibly be. Although the board has evidently tried to be fair 
and impartial, a careful scrutiny of the figures presented reveals 
the fact that the cloth cost evidently plays a smaller part in the 
determination of the retail price of a suit of clothes than one 
would infer from reading the text of the report. 



The whole of Volume IV is devoted to a study of labor, 
wages, and efficiency of labor and machinery in the United 
States. It was found that in the establishments investigated 
36.5 per cent of the whole number of employees were born in 
the United States and 63.5 per cent were foreign-born. Of the 
foreign-born, 55.3 per cent (or 35.1 per cent of all the em- 
ployees) came from Italy and eastern and southeastern Europe. 
Natives, English and Germans were found to predominate in 
those processes requiring the most skill, Italians and others 
in those processes requiring the least. 1 Of all wage-earners 
investigated, 83.3 per cent had had no experience in manufac- 
turing or mechanical industries before going to work in woolen 

1 Ibid. p. 955. 
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and worsted mills. 1 About 16.6 per cent had been engaged in 
the industry less than one year; 53.9 per cent less than five 
years; 26.3 per cent ten years or over.* We are told that on 
the whole the mills are at a disadvantage on account of the large 
proportion of new and inefficient workers. 

Many employees of woolen and worsted mills are continually 
shifting from one mill to another, and large numbers are fre- 
quently entering and leaving the industry. Of all those inves- 
tigated, 27.7 per cent had been employed less than one year in 
the particular mills from which they were reported, and well 
over half of these were new to the industry. 3 Italians and 
natives of eastern and southeastern Europe showed, on the 
whole, the shortest period of service. The board found that, 
during the year 1910, mills employing an average of 13,233 
persons actually gave employment to 28,421 persons, so great 
was the number of those who were discharged or who quit of 
their own accord.* 

Facts of this nature, together with data as to actual wages 
paid, which follow in the report, are important and significant, 
although they furnish no aid whatever in determining rates of 
duty. Much of the information given is contained in other 
government publications, notably in those of the Bureau of 
Labor and of the Immigration Commission, but its inclusion in 
the report is perfectly legitimate. It is possible that there has 
been some duplication in field work and in tabulation of returns ; 
but it is doubtful to what extent the Tariff Board could have 
utilized data collected by other governmental agencies, because 
of the specific manner of presentation adopted. 

The results of the investigation of efficiency of labor and 
machinery, which follow the general information as to labor and 
wages outlined above, occupy two hundred pages, of which all 
but about forty pages are taken up by tables showing the effi- 
ciency of weavers on different kinds of fabrics. The efficiency 
of the weave room is considered a good index of the efficiency 
of the mill as a whole ; it is expressed as a percentage and rep- 

1 Report, p. 958. ' Ibid, p. 962. 

* Ibid. p. 97.1. 4 Ibid. p. 984. 
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resents the proportion of total working time that the loom is 
actually in operation. A loom has to be stopped from time to 
time, to allow the weaver to tie a broken thread or to change 
bobbins or for other reasons ; and although a certain amount of 
stoppage is unavoidable, the ratio of actual running time to total 
time is an index of the efficiency of the operative. 

The standard or ideal efficiency for worsted weaving is con- 
sidered to be 80 per cent, and for woolen weaving, 70 per cent." 
Of twenty-two worsted mills investigated, four had an efficiency 
of over 80 per cent (the highest having 87.66 per cent) ; 
seven had between 70 and 80 per cent ; nine had between 60 
and 70 per cent ; two had under 60 per cent (the lowest having 
52.28 per cent). Variations of from 40 per cent to 90 per 
cent efficiency on individual looms occurred in single mills. 
Data procured for exactly similar looms on the same fabrics, 
and information gleaned from mill owners in special corres- 
pondence on this point, indicate clearly that these differences in 
efficiency are due in the main to the varying abilities of the 
weavers rather than to defects in the machinery. 

This part of the report gives mill owners and efficiency 
engineers much illuminating information; but the lack of 
corresponding figures concerning the efficiency of operatives in 
foreign mills detracts greatly from its value for the immediate 
purpose of the report, for only by comparison are these data 
important from a tariff-making point of view. The tables 
reveal alarming inefficiencies in many mills, but it is unsafe to 
conclude that our factories are at a disadvantage in this re- 
spect. On the question whether the inefficiency is due in 
any way to the protective tariff, the board expresses no opinion. 
If the industry were monopolized, there might be reason 
to draw this conclusion despite the absence of comparative 
data, but since it is well known that there is active competition 
in wool manufactures (the American Woolen Company con- 
trolling only about one-eighth of the output), it may be argued 
that this counterbalances any influence the tariff has in putting 
a premium on inefficiency. It may be concluded that, although 

1 IHd. p. 1051. 
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the investigation of efficiency is valuable as far as it goes, yet it 
is of no service in the determination of duties, and throws no 
light on the relationship between the tariff and technical 
development. 

VI 

Taken all in all, the report shows symptons of hasty prep- 
aration and of a not too careful analysis of the facts gathered. 
It was prepared under pressure, with instructions that it be 
ready by a specified date ; at the last minute, however, the time 
allotted had to be slightly extended. With the exception of 
the " Glossary," practically every section of the report is 
lacking in some essential; wool costs are not even approxi- 
mately determined ; manufacturing costs are not sufficiently 
analyzed ; the inquiry into the cost of ready-made clothing is 
not supplemented by an adequate investigation of the cost to 
the consumer ; and the data on labor and efficiency lose much 
of their possible value by reason of the lack of comparative 
figures from other countries. Because of these omissions the 
report furnishes only the roughest kind of bases for estimating, 
or for guessing at, appropriate duties. The words of President 
Taft in his message to Congress of December 20, 191 1, that 
the report " is a monument to the thoroughness, industry, 
impartiality and accuracy of the men engaged in its making," 
are hardly borne out by careful scrutiny. Nevertheless the 
report, in spite of its shortcomings, is extremely valuable. It 
shows clearly enough that the cost of production is much 
greater in the United States than it is abroad. It shows also 
that the present duties are higher than necessary. Accord- 
ingly, although we are forced to the conclusion that some parts 
of the work might have been much more efficiently and satis- 
factorily performed especially if more time had been allowed 
for the investigation, the report as it stands amply justifies the 
existence of an independent and permanent tariff commission, 
and marks a distinct advance in our handling of this vast and 
complicated problem. 

L. D. H. Weld. 

University of Minnesota. 



